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AGENDA OF: 09-06-11 
AGENDA 
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VII-A 

INITIATED BY: 

PAULA KUTCHKA 

ACTING DIRECTOR OF HUMAN 

RESOURCES 

RESPONSIBLE 

DEPARTMENT: 
HUMAN RESOURCES 

PRESENTED BY: 

PAULA KUTCHKA 

ACTING DIRECTOR OF HUMAN 

RESOURCES 

DEPARTMENT 

HEAD: 

PAULA KUTCHKA  

ACTING DIRECTOR OF HUMAN 

RESOURCES 

  

ADDITIONAL 

DEPARTMENT. 

HEAD (S): 

N/A 

SUBJECT / 

PROCEEDING: 
2012 EMPLOYEE GROUP BENEFITS  

EXHIBITS: 
LETTER OF AGREEMENT FOR SELF-FUNDED FIXED COSTS AND NEW DENTAL AND VISION 

COVERAGES FROM CIGNA 

CLEARANCES APPROVAL 

LEGAL: JOE MORRIS  

CITY ATTORNEY 

ASST. CITY 

MANAGER: KAREN GLYNN  

PURCHASING: TODD REED, CPPB  

PURCHASING MANAGER 

ASST. CITY 

MANAGER: 
N/A 

BUDGET: JENNIFER BROWN  

BUDGET & RESEARCH DIRECTOR 

CITY 

MANAGER: ALLEN BOGARD  

BUDGET 

EXPENDITURE REQUIRED:  $ 
5,909,087 FY2012 (MED & DENT) 

6,068,615 CALENDAR YEAR 2012 (MED & DENT) 

CURRENT BUDGET:  $ 
5,909,087 FY2012 (MED & DENT) 

6,068,615 CALENDAR YEAR 2012 (MED & DENT) 

ADDITIONAL FUNDING:  $ N/A 

RECOMMENDED ACTION 

Authorize City Manager to enter into an agreement with Cigna and execute contracts for self-funded group medical 

insurance, fully insured group dental and voluntary vision insurance coverages. 

 

 

 

 



EXECUTIVE SUMMARY 

In coordination with the Budget Office, the Human Resources Department began evaluating and projecting costs for 

employee group benefits in preparation for the Fiscal Year 2012 budget.   In regard to the City’s medical plan, as the 

2010 plan year finalized and we began seeing claims data for the 2011 plan year, staff and our consultant, Gallagher 

Benefit Services, Inc., began to anticipate an unfavorable fully insured renewal.  

 

In June 2011, staff received Cigna’s renewal rate letter for 2012 which provided a fully-insured premium rate 

increase of more than 50%.  As a result, the decision was made for staff to solicit proposals for both self-funded and 

fully-insured medical plans that mirror the City’s current offerings: HMO, Open Access and Health Savings 

Account plans, as well as dental and vision.  

 

An RFP was prepared that outlined specifically all desired plan design options as well as stringent requirements that 

all vendors had to meet. The RFP process was conducted in the month of June 2011. Proposals were received on 

June 30, 2011. In determining the best provider(s) for the City, an employee evaluation committee, including three 

employees from Human Resources, an Assistant City Manager, and staff from Gallagher Benefits evaluated all 

insurance proposals. 

 

In determining the best providers for the City, the committee evaluated all proposals on six criteria:   

 Competitive Rates and Guarantees 

 Provider Network Discounts 

 Provider Network and Participant Disruption 

 Vendor Qualifications, Experience & Performance 

 Administration of On-Line Enrollment 

 Wellness Program 

 

Using the evaluation criteria above, staff was able to narrow the potential candidates down to two vendors. Staff 

then directed our consultant, Gallagher Benefit Services, Inc., to request best and final offers from both on a fully 

insured and self-funded basis. The best and final offers received were evaluated by the committee based on medical 

plan design and administrative resources, wellness program, and cost.  Interviews were also held with the vendors.  

This resulted in a recommendation to pursue a contract with Cigna for the following plans: 

 

Group Medical Plan 

2011 was the second year of a five year fully-insured contract that was renewable annually based on favorable 

premium rates with Cigna to provide group medical insurance. Going to Cigna in 2010, the City saw a reduction in 

monthly premiums of 11%. For year two, our current plan year, because of our partnership agreement and the City’s 

commitment to wellness, CIGNA provided the City with a premium increase of 6.5%, but because we bundled 

additional coverages (life and disability plans) with Cigna our actual increase to monthly medical premiums was 

6.0%. Recent claims experience has shown that the medical claims paid have actually been higher than the 

contracted premium amounts, which accounts for the large increase in 2012.  As a result, the City did expect higher 

rates for FY 2012 working with proposed budget numbers. 

 

After evaluating all fully insured and self funded information received, self funding the medical plan appeared to be 

the most viable option for the City. This viability was largely based on the $1.25M one-time appropriation that 

could be used to fund the large claim reserve. Based on the best and final presentation, Cigna’s self funded proposal 

was unanimously recommended.  In addition, Cigna’s best and final proposal and the recommended plan includes 

reducing the City’s offering from 3 current options (HMO, Open Access and HSA) to 2 options (HMO and HSA).  

The Open Access plan is currently the plan least utilized based on the number of lives insured.  Staff will be 

working with all plan participants as we transition our insurance program and offerings.  

 



Therefore, staff recommends City Council authorize the City Manager to execute an agreement with Cigna and enter 

into contracts for self funded group medical plan coverage.  Fixed costs as stated in Cigna’s letter of renewal are 

projected based on employee and dependent assumptions.  The cost will fluctuate with the types of plans chosen by 

employees and the number of employees and dependents on the plan at any given time. The expected total for the 

contract in calendar year 2012 is $5.87 million, but cannot exceed $6.53 million. 

 

The FY2012 budget includes three months funding our current fully insured plan and nine months of funding for 

fixed costs plus claims costs.  The annualized budget for the Cigna contract is $5.53 million ($1.13 million for fully 

insured months and $4.40 million for self funded months) including all active employees, Retirees and COBRA 

participants. 

 

Group Dental Plans 

In late 2009, the City entered into a two-year rate guarantee contract with Cigna for dental coverage.  The last year 

of the two year contract is 2011; therefore staff solicited proposals for DHMO and Indemnity plans. Proposals were 

received along with the Health Plans.  In determining the best provider for the City, the committee also evaluated 

the proposals on the six criteria stated above.   

 

Cigna is the incumbent carrier and their proposal matched our current plans and provided a rate increase of 6.93%, 

the lowest premium increase of all proposals. Therefore, staff recommends Council authorize the City Manager to 

execute an agreement and enter into a contract with Cigna for the group dental plans for an amount not to exceed 

$356,003. 

 

Voluntary Vision 

The following plan is voluntary and paid for solely by the employee, as there are no City funds involved. The last 

year of the two year contract is 2011; therefore staff solicited proposals for vision coverage and proposals were 

received.  In determining the best provider for the City, the committee also evaluated all proposals on the six criteria 

stated above.   

 

Cigna is the incumbent carrier and their proposal matched our current plan. After reviewing the proposals, the 

committee has determined Cigna is the best fit for our organization.  It is provided at a favorable rate for our 

employees, a 7.06% increase from current rates and provides employees with an ease of administration since this 

coverage will also be with Cigna.  The plan allows for the employee to receive discounts by paying a monthly 

premium cost and co-pays for annual exams, lenses and frames.  Therefore, staff recommends Council authorize the 

City Manager to execute an agreement and enter into a contract with Cigna for the optional vision plan, of which 

there is no cost to the City. 

 

 

EXHIBITS 

 















 


